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Project Employee Completes Work 
In the last issue of the Regulatory Digest we told 
you about the activities which a project employee 
would be carrying out during the months of March 
to September.  Our project employee, Ms. Theresa 
Cuccia, has completed her work and has written 
the following report on her activities. 

Selection of Organizations for Review 
The LTE project audit initially intended to review 
the financial reports of 145 charitable 
organizations that were selected using the 
reasonable use of funds standards established by 
the Council of Better Business Bureaus.  
Reasonable use of funds requires that at least 50% 
of total income be spent on programs related to 
the organization’s purpose, that at least 50% of 
public contributions be spent on programs and 
activities described in solicitations, that fund 
raising costs not exceed 35% of contributions and 
that total fund-raising and administrative costs not 
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exceed 50% of total income.  A list of the 
organizations whose functional expenses did not 
meet the above standards was obtained from a 
computer application designed by the Department 
Information Management Office.  However, this 
part of the project soon took a different direction. 
Aside from constitutional limitations on what the 
Department can do, the Department determined 
rather quickly that trying to make an issue out of 
expenditures in various categories was precarious, 
due to the fact that there are a host of variables 
which have to be considered and which prevent 
broad generalizations.  In any case, the 
Department did review financial reports and kept 
an eye out for specific cases where very few 
contributions were reaching the purposes for 
which a given charitable organization was created. 

The Department was aware that the Department’s 
actions following its audit should not violate the 
decision of 1988 Supreme Court Case, Riley v. 
National Federation of the Blind, 487 U.S. 781, in 
which the Supreme Court held that states could  
not impose statutes limiting the amount  of money 
that a charity spends on fund-raising and 
management costs.  Such limitations were ruled as 
unconstitutional, as they violated the 
organization’s freedom of speech. 
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Ms. Cuccia also reported that she reviewed annual 
reports to determine correct reporting.  Most 
out-of-state charitable organizations submit the 
IRS form 990, Return of Organizations Exempt 
From Income Tax, to satisfy Wisconsin reporting 
requirements.  The IRS form includes a section for 
a Statement of Functional Expenses, specifically 
to help charitable organizations satisfy state 
reporting requirements.  The amount and nature of 
an organization’s functional expenses should be 
fully disclosed in this section.  Note that the 
expenses associated with a combined function, 
such as a fundraising and educational campaign 
should be disclosed under the section entitled 
“Reporting of Joint Costs”. Thus,  it would be 
incorrect for an organization that had not reported 
joint costs on the 990 to allocate “direct mail 
expenses” across all functions.  This type of 
allocation typifies a combined fundraising and 
educational campaign and requires reporting as 
joint costs.  Most states with reporting 
requirements for charitable organizations allow 
use of the AICPA’s Statement of Position 87-2 
standards to determine reasonable program 
activity expense for joint cost allocations.  This 
statement is expected to be revised in December 
of 1998. 

Common deficiencies noted were the lack of a 
schedule supporting an organization’s special 
events income, the lack of an independent CPA 
review for revenue exceeding $100,000 and 
improper expense allocations among the program, 
management and fundraising functions.  The 
organizations were informed by letter of these 
deficiencies and urged to take corrective action for 
the following report period. 

Use of Name Similar to Other Organization 
In March 1998, the Department received 
correspondence from the executive director of an 
organization who was concerned about potential 
donor confusion resulting from another 
organization using a similar name.  The other 
organization was formed in 1997 and is currently 
undertaking a large nationwide telemarketing 
campaign. 

The Department wrote to the other organization 
and requested compliance with s. 440.46(c), 
Stats., which prohibits the “use of a name, so 

closely related or similar to that used by another 
charitable organization that the use of the name 
would tend to confuse a person being solicited.”  
Additionally, the solicitation materials of the other 
organization did not comply with  the 
requirements in s. 440.455(1), Stats., as the other 
organization was not informing potential donors 
that a copy of its financial report would be 
provided to the person upon request.  In addition, 
the organization was not providing the agency 
address and/or phone number.  The organization 
has agreed to add to its disclosures that it is not 
affiliated with the other named organization.  It 
has also amended its solicitation materials to 
indicate that a copy of the financial report can be 
obtained from the organization. 

Determination of Proper Registration of 
Fund-Raising Counsel 
The files of 140 agencies acting as either 
professional fund-raisers or as fund-raising 
counsel were reviewed and correspondence was 
initiated to determine registration compliance with 
s. 440.41, Stats.  With one exception, all of the 
fund-raising counsel agencies did not retain 
custody of contributions.  The fund-raising 
agencies were either inactive for Wisconsin 
solicitations or did not retain custody of 
contributions.  It was determined that one fund-
raising counsel employed the services of a fund-
raising counsel who retained solicited 
contributions.  That company has applied for 
registration and will become the first person to be 
registered as a fund-raising counsel with the 
Department. 

Renewal of Registration 
The Department sent renewal notices to all 
registered charitable organizations in the second 
half of June.  The renewal deadline was July 31, 
1998.  Registrants who did not file a renewal 
application may not solicit contributions until they 
file a late application for renewal and receive a 
renewed registration.  The renewal fee is $15.  
Any organization which files after August 1 will 
be required to pay $15, plus a $25 late 
application fee.  Thus, to renew today, the fee 
would be $40. 

New Legislation 
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1997 Wisconsin Act 237.   Since 1996, the law 
has required the department to verify that 
applicants for credential renewal are not 
delinquent in payment of Wisconsin state taxes.  
The department is required to deny renewal if the 
Department of Revenue certifies that an applicant 
is tax delinquent. 

Effective January 1, 1999, the scope of the law 
will expand to apply to other state agencies, 
including the Department of Transportation and 
the Department of Natural Resources.  The law 
will also change to include applicants for new 
credentials and current credential holders.  After 
January 1, 1999, the Department of Regulation 
and Licensing is required to deny the applications 
for an initial credential if the applicant is certified 
by the Department of Revenue as being liable for 
delinquent state taxes.  The department will also 
be required to revoke the credential of current 
credential holders who are tax delinquent.   

A person denied or revoked because of a tax 
delinquency status may request the Department of 
Revenue to review the certificate of tax 
delinquency at a hearing.   

The  text  of  the  new law  is in 1997 Act 237 at 
section 307 and sections 532-551.  Act 237 is  
available  at  most  public  libraries  and  can be 
viewed on the Internet at 
http://www.legis.state.wi.us/billtext/acts/97acts.html. 

Proposed Administrative Rule Changes 
The Department has prepared an administrative 
rule proposal which, in addition to a few technical 
changes, would include the following substantive 
provisions: 

A definition of “central organization” would be 
created to mean a charitable organization that has 
one or more affiliated subunits under its general 
supervision and control, such as a chapter, local, 
post or unit. 

A definition of  “solicit”  would be created to say 
that “solicit” has the meaning in s. 440.41, Stats., 
and that “solicit” does not include the mailing of 
requests for contributions by a professional 
fund-raiser or a fund-raising counsel when the 
contents of the mailing only identify a charitable 
organization as a person requesting the 
contributions and the contents do not include the 

name of the professional fund-raiser or the fund-
raising counsel anywhere in them. 

This definition would enable the Department and 
fund-raisers to more easily determine whether an 
entity is acting as a professional fund-raiser or a 
fund-raising counsel.  

Finally, the proposal would, in certain specific 
situations, raise the threshold contribution amount 
which results in the need for an audit with 
opinion.  The proposed new language would say: 
“RL 5.08(3m) EXCEPTION FOR 
CONTRIBUTION LIMIT REQUIRING AN 
AUDIT WITH OPINION.  The $100,000 
contribution limit in s. 440.42(3)(b), Stats., is 
raised to $175,000 in those situations when a 
charitable organization has received during its 
recently-completed fiscal year contributions from 
any number of contributors and the contribution or 
contributions of any one contributor totals 
$75,000 or more." 

The primary purpose of this change is to respond 
to requests from small charitable organizations 
which usually receive contributions totaling less 
than $100,000 and which, therefore, usually are 
not required to file an audit with opinion.  
Occasionally such an organization will contact the 
Department and inform the Department that the 
organization received an unexpected large 
contribution which will place it over the $100,000 
figure.  This means that the organization will have 
to obtain an audit with opinion for which it had 
not budgeted. 

If you would like to comment on these proposed 
changes, please send a letter to the Department as 
soon as possible.  The Department anticipates 
having a hearing and completing work on this 
proposed administrative rule by November 1, 
1998. 
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Telephones 
The Division of Business Licensure & Regulation 
has a menu telephone system which is designed to 
more efficiently direct the caller to the appropriate 
section. The telephone number for staff is:  

(608) 266-5511 

After dialing this number you are asked to 
press various menu choices.  For the following 
requests, please press numbers as noted: 

Application Forms Press 11 
Complaints Against Registrants Press 12 
Whether A Person is Registered Press 21 
Change of Address or Name Press 21 
Application Processing & Requirements Press 441 
Financial Reports Press 442 

Fax Number 
(608) 267-3816 

Digest on Web Site: 
Look for digest on the Web. 

Visit the Department’s Web Site 
http://badger.state.wi.us/agencies/drl/ 
Send comments to dorl@mail.state.wi.us 

Wisconsin Statutes and Code 
Copies of the Statutes and Administrative Code 
relating to charitable organizations and fund-raising 
can be ordered from the Department.  Include your 
name, address, county and a check payable to the 
Department of Regulation and Licensing in the 
amount of $5.28.  The latest edition is dated June 
1997. 

 

 
 
 
 
 
 
 
 
 
 
Change of Name or Address? 
Please photocopy the mailing label of this digest, 
make changes in name or address, and return it to 
the Department.  Confirmation of changes are not 
automatically provided. 

WIS. STATS. S. 440.11 ALLOWS FOR A $50 
PENALTY TO BE IMPOSED WHEN CHANGES 
ARE NOT REPORTED WITHIN 30 DAYS. 

Subscription Service 
Bi-annual digest subscriptions are published for all 
credentials in the Department at a cost of $2.11 each 
per year.  CREDENTIAL HOLDERS RECEIVE 
THEIR REGULATORY DIGEST FREE OF 
CHARGE.  Others may send the fee and this form to 
the address listed above. 
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